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feadiuag and learning theory is one thingy aoylyim theory is omn entirely 


different thing, Such it is with camtr 
articles evallable on various facets of this science, Tor the moat part autkors 


Liergiig. There are many tows ax 





disagree on what is encomazsed gn the concust cf comirollership avi hes 
ership iaa be practiced, In cms thing agvem. at la md a 





Lar 261700 managoment, 

various comercial enterprises ant goverment activities are ne more 
consistent than the writers an the scope of this sively new pannonmeannb 
concept. angel engineering tcchniques, budaet responsibilities, Internal 
tit controls, howelkeeping tasks and many other jobs sametines era and sone 
tines are nob included as responsibilities cf a compirollere Cawtrollare 
sasetíes ropert direct to 2 comtroller at e higher level al somtlacs are 
directly responsible to Wie phant vanger or comandi; officer. Nore 
frequently wien neb complrollere are shelf nec. Ab Sines hovorer they are 


hose and other variables maws ib particularly edvantacsous fear anyone 



















going to & compirdller billet to recclve the wany possibilities, I have this 
ILierenip 





chjective in mix in writing this papur., nari, I will havo comin 
duties et a large coastal Naval immunition Denct in the near future I have 
enleavored to define the varicus controller functions aonlicalde to ouch a 
billet, In so doling I have tried to amit deabails, ather 1 have comertrated 
on broader aspects of conptrollors.lp on the principle that a comtroller is 
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most effective when he disaseocistes hinself from details. 

Hy sincere appreciation is axtonded to Mr, K, 5. Willisap, vompiwlisr 
Muoni of Ordnanos, SeSGPE. Le le Utevens, OC. Halcemson, ars! J, sarnock sil af 
the Sureau of Uxdnence fer Le say bos af their time ther so willingly gave 
Mbs Without their advices and agcisteance this paper could not have bean written, 
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BUREAU UF .XDHMAMCR COMCTAOLHLEBR GORGE? 


A wast variety af paremsite ami activities hawe came to bo associated 
with the Meld af coptrollorsiio Uron entering into a dise.eeien dî camp 
trollersiis at any specifies activity uw grou of activities clarity is injected 
if wo first consider tis policy factors wild povern the degree to which cane 
trollergiip is craciloed. 

This paper focuses consideration of corimtrellcrohip ag practiosd at a 
group of velatod activities within Un bread polloy guidelioes egto.ll95ed by 





higher governamental authority, The hicher authority is the Bureac of Uninanse 
of the Navy Department; the group of relate’ activities are the Laval ¿mad 
tion Depots, The concent of canstrollership as envisionnd by the bureau ef Orde 





name is that generally achored to at a limo wwastal Naval Imminition Derct. 
Dase 


The waderilying pax, ose for the existenas ci a cumptrolder at any Jue 
pena af Crdrance activity is te provide the cemsaniing cfficor with a coordina» 
tad etalf effort in achieving a goal of efficient and esononis coretios To 
this end Ux eonptreller st a Laval Auunition Depot endiezore to ateer managõe 
in the direction ef effective fimoclel oonbrol. tn achieving a goal of 

mant the comtroller's usefulluegs arises fros the 
@teff assistance and miidenes whieh he provides Ue commanding officer and ape 
comi caticna) units in the arvas of fimocial fact filming, analysis and 
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PP 









tion, bwiget fommiation anc execuilon, imternal reviow, rogTws Doe 


duri edelaàsirallio ani poneral advice to monacenmente 
vemtroliar leves ais met 


"woper execatlon of the collection, cerrelatlon, trauglation, analysis 
kad presentation of date by a comptroller relluves atber executives of a come 
yomising ancuni uf staff wore, Comoremising because in porforsing these Lince 


ions thewelves their efforts woul be diverted to a greet exstert fros were 









roductivs guepalte in ihe areas cf sclicy formation decision and pro ren 
tions? thug, wieceas previously each Lellviduel expcubive cugeve. Zis oun 


piaff organisation te performs the n’Zorts tosard effectire financial contre: 





Md wh oes ha devoted considerable of ls cen tine ani emrrziss ewura this que 

vo, te Cempiroller of the oret ig ncw broouin- de vincial fooal point 

for these siaff efforts, 

in aldition te rellewing olhar executives af many Liria te comirole 

lar affaris a means for control coordination of a heretufore sal\mire! process, 

ana focal point all information is iíinlecxre w^, Cnly in s pingle organi u= 
nt can many of the in.orerelationmuil s Lotwoen infersation cada 





fron various sources be best detected, Liluevize overia and danlication af 
| collected is readily levisted. “The ultinete noal of conptroi.orohi. ig 
gules intecration ami iníererelatloonni of ali plaff offerto ve 








A poni service can Le provideó to the VCemancine offloeer by a comptrol- 
Üfefure comptrollorehi, wes (evolow to the place Li verolos today ine 
mation fran maoy sources Tiewad to the (ajos comentas. at loose ð wern 


| bis SLije in tryir to tie ali tuis cate tegether ana te detect Ue relations 


Aaa say tòn A dee ds Fon A AA Re 
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ER n Mary Copertaemt, argau OI minimos, "ogaptroll camilo rgi ans» 
tion in laval vrdnance Netablishmenta, " i CTT Se fia FI Map 1955., pe fi 


Enid, pe 2. | 








3 
ni iunter-elatione existin, in tbile Lrnelligenoe, Threagh the Oouptrogller the 
náor is relleved of the spade work. “Te Cau iroller coliscis intelligence, 
Iintersrets and ammiyses ió for his coman in Qi cor, The commander'g respotte 
igibilitice remmin woelenesd but his decisions arg nas based u^on a meanin dull 


collection of inforastion accespanied by resommanied ar altomato courses cf 


copniinatdon 


Cuepirouliersmdp is nci a one man operation, The Cosptyollar cosg not 
carry the monagxaent responaludll ties aso ciatod with cosptrollorecip by tue 
Bureau cf Crinence on his cm ahovicere, iether cespirellership le n tess afe 
fort. im inetillin: the comptrollerazio concert the Dursan el rumanos exiorte 
wore directed at making it part of the ment yasponsihility of all manage» 
went officials to adhere to an! to & ply the principles of comptrolLlerahic. 

The Comptroelier hiswelf is 2 means to an end, hig title belting related to the 
selense to which his responsibilities su st closely assuciate themsdlvet., Sow- 
ever, be snares taese respensibiiliies with the entire mand quen: 





role is one of commutation, advice què ;midanoe, ^ 

The en nesis, therefore, la to lock upon the coc troiller deccorteeut a5 
@m intecratica ami coordination of etal? fumctlone. The lepot comptroller is 
a staff emoutive, e has no line authority other than the direction of peye 
|eennel in bis cun department, {is efurts Lo mintain the imer-relationship 

lat stars activity ls porfurmed in a staff capacity, The staff functions ine 

 |welved axe a collection af feactions thus have losg exieted at departmental 
level and that have er aro being drawn togreher in uw compact staff aeration. 
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Spid. Cnclosure (2), po le 
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a 
Many of tòese functions still exist in tds carícia Jemeptaentos nevortueless, 
the dote must flo into the convtirollor orsg&sLoation so test the Infeameti an 
#woenltlno fran this staff effort of moreral ceparteents omn Le tied tojollier 
land intererelatod before 4 fomoonst, interpretation, av recomsendation can be 
46 the cconundor, 
Lest the suytle yat voa) rev oce Lllty dí & depot esu troLor egonye 

10, acdítionsl ec &asis should be place en the earireaseant in which the cog 
trolier fin'’s hisseli. in the staff nss ho ls sibonted botwoen tèm Commend. 
ig officer sal «al derertemni tweets. lofare sou. tant sf a comica ler the 
Grénance Departaent and the del an Loss epiztzaent as weil as all staff do» 
partments imieseslently performed cuaptireliershio functions, Coordimatlen Le" 
ween departannié was a matter of Nappcustanca 07 vas Second bad by voluntary 
esGperation between cmecutives, The vol Le that a Commi orguniselica vas 
nonsptistost even thouch the functions may have been effoctively serformel. 
uoh denerteent bead wes his own cotipirclier ant he gathered deta, aeniy sel, 
ant recomended to the comser officer. The «Acid 





mates sevresontelion from each cf his 





staff officers. e therefore becassa his own sommiinster and found Alnll sore 
often tun aot buried in am avalanche af iacta anó figures, forec.sts snc 
rueamerdatiene wich oftontles vero comlìelel; unrelated, Tha commentino 
Officer was in a position ef haviap te senfzrul te this sacos il deta at he sg. 
rifice Gf nove important oormand tiis, De Conp.rollor, in telio his posie 
| thom on the Comedia LIfiwer's statif, oecaws hig svinolpel staff a'visaqa. 

l We fiilé in a vread gap by ralayim the Lmtelkimmes recrlved fron gmr dh- 
partbento to the Comaniiny Officer in comvinated end inbal ilgívio fora, 
Being a qu fl ray point Lie ibo cmsunnior Axi his sonff, Use 






Canptroller, te do an effective jo, ms hueva access o all de-eriseüis, 








2 
Amin, he cparates in X mals ca aci ty dua any ascous ho deg bae lo obhar 
lepertmenta is vela of tine anidoriiy. TT taa pre ve onsiresens ima dem: cro» 
te cartera ler rromimtio mesa Le in s pcolthon *o true Jatretad 
faulte or inalequaciós to eix rn lol so cas. This Lmolms orione 
gegani estionai cauperenis and shonil ultue tolg resul in recommenda 
tiens which, when oseuted, WLLL Le a sun lowani vetter financisi ur manage“ 
ment couitrol, 
Zhas Ue owpot cesptroilar is im a position ef logia: dè Te wale 
de Ls in a better pomtion than any our cle. cial to comme the efe 
feotiveness and inflaence of declsiuns, Use emoethiness of the ope reflen, and the 
degree with which the depet is eTurmine its minsicn, «ew its ln a posi lien to 
nore abonat the collective deol meravions tran any otiier wrsen and con 
wently ig in the amlracle pesition a suxlar recomuntmat.0ms Which ptre con 
#idoration to thelr overell effect satker inan the efitot w ang zinda ceyarte 
% gr component thereof. 


Dees the CaptroLirr controls 


Mes IA VM ta 
Prom whet hes been written thas fer Lt shoud have bean inferred thal 
ha lepot Compina er dos not controlo se Le a malf mn throw) ant tiray te 
he financial and statistical cata collected by Us eaetrclicr departownt ouben 





Gle Me cosicaller Wnessfore pol:4s 0 Um areas in 








interzroted, analyoed, and re orbed provides the mg by dl mn ox 
| ich duficioncias exist. The sorremise action is tra pogalt ul a il 
sion elibor mede by tbe cporatoro or Ihe comualia] ficos. “Ma staff poze 


Len of an ovpanisathon plang, ead the 2100 vertion «i an organica loo omg. 








des. Larporti anl dele Thureten, lateral 
(i Forks “Tebii, LM. a 195, me 
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It ig not only ix ortarnt for tha comptroller le te sindfa of this prime 
ginle It ie must contittaally resin decartiment heads of the fact that even 
Mouch their business is his business be is in no say ambrin: Lo ec trol. Kis 
actions ave his best prog” in this resvest, <he staff servies afforded by hin 
Mond provide directic al Llimnco as tho result .£ his su ostions, a‘vios 
lor recamendation. Jermmsion, ihen, is hie most affective weapon. Ag as vd 
pagto), mainder that ne docs ne control, Uns osrpuroller Alob5 refer to the 


tionary, wiieh mlates contral "To exerc.se directing, Adding, or restrain» 
ing DOW Y ovas, n? 


Many Lock upon the ewantroller as an overaabitigus bookkee. rr ar ace 
countante Such sn 

iò ig composed of auto sis Servir ge 2018 portion 
qu) branch of what was formerly called te supcly mmi fileo department, The 
fiscal branch in tie past performed the accounting resroeibilities of the supe 
piy and fiseal cffioor and today perform like fPunnthioon for the conpiroller. 


onen eoneluslon ls natural, fora lurgs portion cf his 
conprisasg the fige 











The accounting or recording services are easenticl to a financial nene 
agement plan, mvertheless the; 
finale aupocie of comptrolinvrahin. A ceatruller's groaimat cocLributio 
arise fron his analytical and imtercretive abliities and tbe advice and guidance 


Fr mist rut meras the broader and less des 









jhe vendess in the areas of bu set foreilatlon ami oxeculion, wera analyses, 
internal reviews ma statistical &nalysis., The acccuniino fuscthons, in addi- 
tion to establishing accauntemillty fur cublic fums and property and furnish 
im: ro orte to hier authority, also provide most af the information urowh 
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7 
wich the corciroller perfona hie itermtive al analytic furnotiong. 

Teas the functions af a depot captroller are generalicod umler tuo 
mejor captione: reportinc, analyels, ax! inveroretives and accounting, oe 
reporting, analysis, ami téori retire functions are primarily directed at 
solution cf management policy problass. The accountin, function is relisted to 
pro.leas of figcal policy 

"Coauptrelierss have no busines of their own, bub everybody's business 
ig their vurimes in the sense that they are preporod te analyze Li dellarvise 
for mana enenb," 6 me conpiroller's problem, then, are first related to fine 
eal. poliey and then to management polley. The com ireller's functions evolve 
frem those policy areas, His functions are desi med Lo recon! Um fiscal ine 
formation which, when proverly iepoctad, Latorpreted ami analyreed, incite econ 
lay and efflelencye 

in achieving the chjecatives af efficheansy and ooonomy thro oth better 
Menagument ani flaancial cantrol, the Jonot cemtrmoller's fumebiow my be 
identified under five major headings: 

le Duogeting sai statistica 
2, Accountins nnd "ictorsing 
Je Analysis eni Promeses reporting 
ho internal ley 
1$ is with these functions thet the remaining Chapters will senerally be con- 





serui, Ne atkoupi is made te po into tio detalle cf im. geting, aceoumiiny, 
internal awiiting and reporting. Getler, onpbhasis is claced on the nature af 





iy their individasl Laportanco and the atsosohere surrounding 
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8 
them. ¿11 diosasgims will be directed to trin:ing into Lia cover pergneciire 


fae Job of an ammunition denal comstrullere 








The lovers of Crdaacos has andeaevarèd te pawa tw Racy policy of 
kori sontal funoticral eortre] 2b such level Gi mo mt in lieu of oantrali sad 





mal control cv desisnaticn af reser bed ov on isati oneal pnttorns." in 
keooing with thie poliey the Greaniaation of the large coastal oval “prue 
tion Depot to the division level has teen weeerlbed by dos burette Mande 
mation below the division level is a coman srerogatioe;? 

faving identified the depot camircallerta major functions, a test of 
tbe presoribed organisation oan best be made by fitting those functi ons Luo 
"scribed for the 








: organisational structure, The positiens or divisions p 
ccupbroller devo temi are as So Vi eva dd 

de Assistant te Comptroller for Intern] neview 

2. Assistant to Comptroller for isvarsin 

de Uudgot and Statieticgs Division 

lig Acesunbing and Disbersine vivision 

Se Machine Accomtluy Mvision 
1% mars that the functione o£ Dua tin: and statistico, acconiing mú dise 
burging, art intemwel review am will accounted for arganisatiomibly. ‘rocress 
mapertino 10 nemally s responsibility of Qe Duigets and btatisties visisian 
With support afforded by the Nadiine Aocomiing Division. ¿inmi finally, 
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won Ho 


Ausser lepartment ‘4 the Davy, Durosu of unlmance, Nansseann 
gg (Washington: 199), pe Je 


30944, Da delie 
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9 
financial oontrol sni manacwment is a colloctioe affort of all organinatloml 
CHODYÈ S a 
The following chapters will le cora sjeci.o la the organ est cmi 

fraguentation ef the cospiroller decartecnt Dunctlonzc. The dispuratog Punction 
in freguentiy parforaeci as a savvice funoblen by an oricide activity. When 
disbuvetag la a funotlon af the desot cos Leoller be i0 penerelly &csioned a 
Gistweing officer who 19 pursoneliy eccoanaule fer his necegenent af puklic 
fanis. Accordingly, Little wiii Le gaid cf the dlovursing function, Machine 
teccutiazs boina e mchiniced application cf &cec untlag zrincinies will not 
be specifically discussed, for ey discussion wecli necessariiy sale into the 
detaile of mecianisation which £o cutalde the soupe of this papa’. haus, prime 

tention will be devoted to the analytioal, interpretias, fevecssting and bude 

@iing staff ressonsibilittes of Le controller, 








GRAFICA LI 
NX us iw) 


The res) value of Wudgetiny: at finid level te wally let shot of. 
The bwiset hes long bem regarded as a financial strargle betwenn biroaus si 
activities with tae bureaus tering to out bulinetet reouirenenta to the Lone 
through what appears to bo nrtitrary tactics based on crystal ball quantos, and 
the activities encloying every ce-meivable device, son thoos oven deceriion, 





an justification. "roceriz handied, howover, bulgotim le a local 
deviob for planning ue depot ovcratione over a sunelfic period of tico, more 
maliy the fiscal oar, 





| 
ane is a planning device, ib is m cessary to determine whet 

should ve planed. Far too cfion tre assimed mission cf an activity gathers 
dust in file drawers, it is fron this aseigned nianon that nanni mwt 
eten, in gencre. tores the fellewing are tie major tasis of 6 derob as age 
sicmed vy the Chief of io Bros ef ordnanoe: 

A. To meonive, soprete, saintain, roconuition, store, an^ issue 

Es To protice vag charm ansinition an! cartriico case ammunition, 

3. To ansenble and dome mines, 

ha To provide facilities for vluciny mires aboard palemvi nes, 
| Se To provide anmnition mrin losJing and diecharge Tacilicios aki 
Gantrel Asay use thereof for Uie handlinc of aamunition. 
6. To maintain under pro ar aurvelllance tha ammuniticn and 


l 10 











Docives in store, 
Je To dispose of unservicosble and/or danveree aszemtilon ai explè- 
+ fron whatever souroes rcogived in acoomì 
The Depot!s miscion as expressed atore is in effect a list a@ oblectives. it is 
fron these objectivos that a financial Inwicet olen is nvilimalaly constructede 
if the Tepot issues af eamnition wore at a price gush thet a profit goal wee 
sougyt, Ue Depot budgeting could very well ve on the DuPont ar General Moberg 
Leine and control for profit basin, Gr tie budget cai be censimaciod Qu 
the basis of & forecssted soles volune with ali depot exponses si nanafacturing 
costs plamed such that a resecnable profit was svellacl. a practice pursued by 
the profit nobive £o lacking houever. Ab the Depot as ab aty other 
[govesmamant &etlvity the profit sotive 15 mpplanted by a nore Gsave but nob 
jest important objective which is alco present in Me profit objective, la 
goverment cur financial management coal should be to perform the assiened 
mission with mama effectiveness at minim costa, Træ; Wiis as sn objective 
mt measly as tangible as the profit culective but it is que well worth striving 
for ani ono essential to tie econasic well Leing of the mtlon. 





mee with current clrectives. 





most c 








Dofare the bugot can be a successivi nerucecent control the vulzeb idm 
gous & buigeb ie in theory unless it is coli te people wio hars to use it, it 
. | May be Worthless. Thus the caybroller la aluags faced with wo preolem of 
eqmunicating to all menbers of manamment what a bulget is and mist it van 
mocoxülish fer macagenent, ^ the comptralle» must apresd the ward that the 
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ment and all supervisor: Jovelo, Us mabtier hoy 
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22 
budget ie the Depotts mission, exprecsed in dollars. The mission being nade up 
of Gsjectivec, an operating plum mast le fomselated to maci Wout sch YON. 
fenveralon of the plan inte financial toro conetitules fe budget. Tach ergue 
daaticnel unit owes ite oxictenve to Ue pasb 2h plays in carrying cot She plan. 
ema of the plan requires dolinnce ny through an effective baigut 





system can we plan has ming collasso we meu for pm, anclluery avi materiale and 

ware resulte aske lat plaste 

she budget provides te comen dencerinatos oy wit of messi Lar 

) supervisory sogunt of the plen, It forces consideraiian of tho financial 
venite of overell ebjecbives an! provides cart by werigmin: sad: cerponcille 
empatia o definite task or stamicrd of performance against which actual results 
may bé moseuvei. Ib forses planin: axi cocrdinaticm of phase so tut every 
compone? docidos fer itselí mat it is going to de, when te do LL ai nar well 
las sas dont. Tints the budget ic a Seint hovisontal an) vertical plasnin: effat 
[throughout the organisation, 
| 
| 





witheut te budget device mon; cf ihe operoitiin costs um calcoulsbicne 
fa wi liitis regard for the degree a change a 
progres may experlence, Tre bulget forces management So louk shead as weli os 
bahini Juilgete should be based oradetiwntiy on planned future programe rather 
than cun past eax rionce, 
Dalgeting has an important rule in the one 

Ccominioations down Le accomplished ly iscuance of planning date and decisions 

ab budget rotii. Allocation af budguted forio is an approval by menage 
went of the qpereting clam <omedatioss up is achieved through outeimuian 
kai budget erstinates advising ben nanasonent how Ue depot mission vili ts accase 
plished and how mach it wil corts rurthor comsindestions upward is performed 
| reports are made wflectins actual performance: as compared with octinated 


based on past tporicuss or 
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23 
rfcrnenco. Horisontal communication iu faciliteted through bulgeting. The 
lo densos Department must sako koam its croduetion ampertatione, onterial ond 
persomal taquiresante, fron this information nilie terka Cepari= ut cicit 
estimate 5auling requirmento, Indostrdal Celations ceparwwer* will cool the 
sunewer data anl the Supply office will review Bis stock status, fhe Comp. 
troller should be at the cameanica.ions cuitoiboard beesies bresk of qu 








Topos mani the cm othe: functions which a good miti orga 
eeccnplish need be pointed out to all. “hs Dwiget devien must le uomi, To use 





wages progran mwb be sold, 

Pes mlatices an! its nortance és budget work has aircady teen 
intimated, In budgeting tme comptrollvr mist mecanico Um peyeuolod cl 
of muriiclpation by the operator, vesi effeotivo Ludsoeto ore those 
prepared hy the foreman ar supervisor who will cause ulitiasto expouditoxe of 





| fave buigeted, Bimaz nature dictates thal a goal wlll be nttelnsd nore 
ay and cooperatively Lf thas pilarin Le done ly those respomible for co necllone 
Some elaboration may be well worth while since the success tw feilave of a 
bulget may hang in balanse on this point, 

The comen argument aneines foreman participetion in bwigat preparation 
da that he doeantt want to be cothered with fimures, Wat he lan't an eeoounkent 
and cant be expected $o work un a fimancizi pla, Acetbually budget proparetion 
doven?t requirs a plan expresse] in collars in lis Iniblal phrase. A se pvLe 
sorts agility in working ap a budget ís ¡reatdy inmereased when ho ie encouraged 
, [9% prepare the budget in toma he understands, This maies senso to nin ami is 















sowethinz be would normally do auper but probably nob in the form of an ocnoerly 


plan 





Having debeeminsó that alllewils al management showld particionte in 








lè 
Ang we aro prepared to proceed with bulget famulation, the first sen 
is a clear siabenent of budget policy, This statement should shark off with the 
Bureau planning data whieh will determine the level a? activity For the budget 





ing this data showld be advlee on priority of various prograns, 





| 
Len AcedOaxDu 
levels cf effort, personnel palleies, such as overtime, shifts, and manpower 
availability, material requironents am) all factors considered rocuis$te fur 
planning, These policies should be issued in tim Commanding L£ficerita "budget 
edil" In addition ue "budsot call" should peensoriíile staxicds m: foinmaetoe for 
budget estimatene”? 

Operatáng departao rs nov have the planning data with approcrlaue 








instructiongeg their task 15 to schedule the work and to preparo rav buiyel 
estinstes based on stendan! performance data desired previousLy fron past 
@xyperionce threag: the cost accounting system.  Duresu niam, known backlog and 
aa conpbrclier should be a 





tronis should all be considored in astimatin 
[store of peod Julment. 

an is the cult coordinator. ¿411 estimtes miould flow 
to him for review and analysis. le should cowert the raw ectionies inte tema 
he best understands, dollaro. ln Lis rele of coordinator he shouli ralate diff» 
erent budget regnante, detect duplication or everlapping, provide dopartmental 
läsisen for ironing cut any diccreoancies dotocoed,. The comptroller is in Us 
best position to determina whether the progra sequizmanbe ave ali provided 
for, proper interrelations exist, oxi estimates are malistia, de should 
oonmult dopartsent heads, advise and recommend amy changes Wiid siit be 
desirable. itis fina analysis of the Tepot budget aiculd inclade tbo following 




















consideration: )3 
inmaganens Nanul for immnttion depote, Che Cite, pe Sei. 








Staley pe SoD. 
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15 
La Conformance vito the budget call ani] all bases and faciora considera 
An the óaparinertal, revrieuta 
È, QUvorall distribution cf vorkload, 
J. Overall porsonoel and staffing problems. 





ha Estinating bases or proseribed standards ampplied in mRationship to 
Dureza clenning information, 
5. internal Salancasdirset vs, imiirect. 


Ge Adequacy ef bexigeted sipport services in relation to total direct 


Ja Sequenza cl work sched 





los in relaticnsiip to cvurel) capacity and 


Be Longeengs capital equipment sequirements in relationship Lo work 





9, levols af tuigeted effort in rolationshio to otimm volwes and 
10. Vomparioon with past bita, costs, progress records, etc, to 
duoure validity of asowmtions, 
ihe Denot Dudget Committee should hear the conptroi 





es and cadi denari. 








| epartuorniai balgeta, The presentation is tries made to 
the oumanding officer. In both hearings the Conptreller’s analysis and recane 

erdations diouLl be presented, If the Cosptreller has vone a good anuytical 
and koman mlatiaw job his views with respect to the beloet siwuld be in 
general agrecmant with the visus of each denartrent head, 





"A budget 





Xo in nasoricml torus Um amicipatos results of 
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16 
rations for a given future period", dh Dach a definition covers badget 

preparation end presentation. Duigeh execotim cm be identified by om word,- 

ison, Control is aosanplimend as a resuli e£ comparison, «hermas budget 
fommailation axl preventotion dealy with forecastíno the direction in which the 
Depot plans te po and how it is colne tu set there, budest execution must pro» 
vide the combrel necessary ta imen the Depot on the prescr course, Tig course 
py le the budgetod course or because af cirounstanoss 2 modified buínoted 





Pwan “e dove lazigut emecution is a contrelling tedinique. Sime te 
Comptroller dees not control, his staff association with bulget control is 
mited de reading, interpreting end mepersinz progress, Lis report nint 
mul sheild be agocapaniad Ly recomenialions which sicht result in tho directing 
ef action by nanagement. Thus in budget eomeution the staff! position of the 
p posis addifiional emphasis, 
¿he value of established stamlards is higilicited la bulret execution, 
ponti bili for fixing standards night rect with the departaont performing 
the work measured or ty an iniependent mit. In accounting 2tí has always Leon 
acivavlo for different people to handle different steps of a syetan fer variuas 
masens, The sane nicht Le sala of standaris, Yo ascuas objcctivity in estale 
lisent of stanlarin it would appear desirublo for m independent unit to nere 
form the function, owevor, no matter where the resvonclbility mate the Coupe 
trollor mota analyse them to assure their validity, Far it is these standards 
that are so essentizi in tranplating operating plane inte Indgeto. om inpore 
. funt, these standards are used eu a yari giak to determine Lf individual r 
sibilities are being fulfilled. Tie bulges becomes tie staxiard asi the reports 
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dip, A, Lemporti and Jolm 8, Thurston, Internal Auditing £ 
(Hew Yorks Pronticosiall, ince, 1903), Po Dos 
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iT 
afford the means for semparisum of actual &coctilshnents wilh Tuisetad 
standards, 

ker ihe most part reperis choula cons fre: tie Captralini’s office es 

Met o£ tim cest aocounting svetem, The classification of ascounte when 
areverly constracted will vit in comilation cf date in sach a fashion as to 
facilitate cost accounting reports. Revorts mod not be in financial texas ani 
£requentiy are not. The Luma e, complexity ond type af the reports devenis 
an tha reciplonbe At w, lavol reports should Le simple and In denorinaters he 
ie veri to, “opera to department heads or the commaxdíaz officor abouti lite 
wise te designa bo cult their tastes, 

Comenta ol reporte should té no mwe than a sumarisation af informa 
tien extroctol fran cost accounts, The accounts individually or ecliectively 
shevld identify specific balget itens, ‘These items shod 
elenente of coste as vore originally used In budget form 
taines in these Uu elements must, be reported Gn an accrusl basiss tiat is, 
all coste incurred ever the time beins mensirad ae in vroducinz the number of 
| units being msaswed hada te inchuded. Ln eoscrntisl requirement La the 
reports aro owüparisons of UkleelLed with actual work an) coste with significant 

Mistaent reports are zart af the mxlget execition phase cine they de 
report budgeiad al actual chligabion and expenditaso of funds, As in allot- 
ment reverts the need for Lrocuent and tladly reposting metheds applies te all 
| other budest control reports, The Duress af Cninance mecmeris Ha allote 
went ari project order status reporte be propared at least weekly, Frequency 
other internal reports is loft te the dineretion af the camecding officer, As 
A general me, internal control rererts to be of ume to operatine denar vents 
should also be on at loast a makiy reportim: eyele., 
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19 
The statistical analysis and interpretation of the variances mflacted 
foon recorded data and standards io a prins rosponsibility af tie Controle 
Jerts office, Trouhlo areas can be quickly isolated and anslymed. Fauity 
ls may bo detected, Inadequecies in Sorecastiny technimes night be 
nooveroed or inefficiencies mirht be detected which whon carrected will result 
L savings. The quality af the service of the Dalget axl Statistics 
Division may vell detezaine the accmtibility of the budget process in the eyes 








To Marise the Comptrollerta reepouslbilities with remect to the 
budget the mission ef the Dudget end Statisties Division is quoted, lo 


"Provides guidance and instructions for preparation al the buimtic, mviews, 
rescurces, requirements anc justifications for the various programs arm! 
prepares estiínatos ol the costa teca compiles the axial kaet; in 
conmmetlon with the Lo. p Rage. recemgmis allocation of funis to STO» 
cre within the comuni revisions theref 28 recuived; ensiyras vare 
tances from the budgot dan and vecommnls runedial action whero annrepriste 

areas where decirmble financial roprocramming say be affected; 
initiates action to adjust financial plans to available funds, ad when 
required, subitis roquests or additional fumis with Justifica ons, Nole 
coos rides ant eriteria zar tte eolioction sn coordination «€ Srameial 
statistical date and prepares special statistics as required by the ruscone 
eible lavels of comsand, Serves as coordinator anml official claaraneo cen 
for the reloase of financial statistical date, Provides all echolons of 
management with periodía piugzoss reports and special etebigtical date on 
programs they adiialstor.? 
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ANPERR Lll 
APVACPRIATION, ET, ANN VNOPOSY ACOUOSÍIN 


Aug te Cog troller'!s financial nensgoement rosporsibilitios are the 
acccunting netheds recuirad in connection with aprropristion, cest and nrenerty 
jaccountings This financial nenaücenont resconsibiltuy may lo expressed ln other 
ltezas ss to reporting of receipts auò mpenditures of public funis wal 





br. 
Aosganting is porheps one of the more unchallencing o£ ie Cougptroller'!s 
activities, There ie little excitesmnt or challonge in the escounilng ib oher 
than toing sure it is well den. This hamver makes tye accountin; function no 
less imortent tien Inuiseting, statistical analysis, oe forecesbing An effe 
time operation in the Sphare previler the wherewithall to inouze commliance with 
preseribed regulations, to esteblish eyotems dî bulpetiao end allobaeut controls 
[te provido necessary information fer urvoau of Uie Ludgot ectimates ani to keep 
fes ok of the worth of many ansete ani previds accountability fer those asso ne 
| In order to achinve those obicetives the accounting organiaxtion of a 
Naval Apmunition Depot Conptroller!s Departament adheres t certain princlples, 
procedures, ami policies presoribed by the Cagtrollar of the Days The google 
fic functions evolving fram this sources pertain te timekeeping, civilim payroll 
cost ent reports, inventory accambing, cislawslng, ad sachine zuconig, These 
 (Sanetíens may be reclassified Lo a forma nore closely related te appropriation, 
er. end y — Such a clasaificatien would include allotment 
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ig, così accountlng, ani plant property ocooruing. 





It Le only tm rapreecriation und cost accounting funetilox cateceríao with 
nich this chapter will deal sive they kmar a phrong re atieshio with internal. 





Fellarisır Vue tauipat foralatics am presentation sieges for any fiscal 
year asd comm: enily wilh the budget exsouiion phase nporoprietlons ae euncted 
into lar ly Congress te provide agencies with funds to Zinanco o nat 

lo Aporomtilataeane are made avaliable to the awertive branch end 
| roug tie apperifamannt progum to the varicus turesus ax ugeióien., 

reL ine apportion, Tuda em coma dam um line whl thay 
reach tos Level ak whieh they wro yoousstad. ipprerintics wach te de 
in Que [ora of allotments or project orders which represent adlliional obliga- 
tio acstheriiy within toe limit otated ky the allotent or project order, 





[¡Bipenlltares nade at the depot vhethar for materials, labor er serviecs remut 
dm lodging charges against allotments cr mofect adore, 

Gn Wo bacis ov the balgrt epidmetes the funds maw available to tw 
depot comeanndar should be distribute to Wwe various departments, Allocotiam 
er gib-ailoimenia issund to beads of depestemate ahold not excood the ancunt 
approved by the bureau in the anu udloget on Un mont of the specific 
¡pregest Order or alLewsent. lonis of deparmtzente teeeiving guch sllocatioans 
sre legelly rmeponsicia fer semurin We funds om not everchligsated as is tim 

Jing offiser respei kie for the total dilogment or project cover, ti 














It in quite amarent thet sore nouns rani be in force far rogalatien 
und control of expenditures made age ac. the fonde entaustod to a depot. This 
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ls accompliched by estaulishinz eontsolo which ensure adüereno to statunbory 
Yocguirenents axi compliance with regulationo lnmpossd by higher authority, Jo 
vids end the accounting department porfas aliotuoré and projoct omi accomnte 
ing and causes bo be made the necessary aljustimenisc between approoriections,. 

Financial reports for appropriatica alletment axi project order account- 
ing fall into two major amas: (1) depot reports Por internal nenacaient 
purposes (2) depot reporte for use by outside agencies te fulifill departmental, 
ta" etatutory roquiremente. Tho crocadures and roconds prescribed by tm Navy 
Conpirollerti are specific and if etrictly adhered to in their detaile will 
ento. it is else noceessary 





amme compliance with statutory and apnay requiimma 
and emacted that ve have adequate moacues for cubealloocation of Sands to 
FÉocodures lor their obtaining materials and for charging 
Taber, processing methods for obligetional or expenditure vouchers axi other 
internal controls, This is uct anewh howover. It le imperativo that the 
sosountin; system be well, olled at all times, thet Coomente fila expediticualys 
that interne reports be given tha reconnition they warrant and that other 
internal considerations guosive the attention required far pood management 
The Comptroller Deportasi fron a conpüroller!s viow point could then 
devoto mich attention to the servico provided by approp: 
intersally, If Were is failure in this respect it is likely the estire finan- 
cial control effart will be esbotazel, This service of which we speak ie the 





iation accounting 








want heads, 





ce 
xreweon ihe fisexl offices and the individual departments, This duplication is 
y dhe moult of tardiness ant Low vrequenay of Leal of fier lament 
These reports are intended to vrovice a statement af emertitures, 
vexpendod balances, obligations, uncblicated balances, reservations, emi 
pr Anita avaliable, -ugh ficares cervo e purpose of telling a devarmems 
hore they sten kuigetiwuine e how vell actual expesiituros are in Lim with 
budgeted oxpeniitume, In addition it is a ready check fuv a desartnaá head 
who is pereonally chergod with the stabutery rorpoosibility for assuring funds 
put in his charge are not cvorgoliguted, 
in view cf those considerations it is reasonable to execs that the 
e bend over backwaria to neovide all denarteuarts with a brief 
ellotant stotus report ab tine intervals suitable to them, further the 
aeegantins system should have vitality and figuros moorted aieald te corrant. 
àt the Depot an Qlotment status report should mflect the uncblicsted status of 
allobannts an of the previous day. Confidence in the fiscal departemnt'a 
ability to perfem thie task will sost assuredly cause abandomant of obligation 
files in euch department identical to fiscal office files. The culimtions 
inew red in tha one or tuo days altar the cuteo?f date of the allotennt revert 














"menta ag Long as they know bon dm coli date 
i$. ALL stubs on that day ar prior chouli be discards. 
should bo viewed as colis: 

This has been a broad brush treatment of appropriation accounting. Ho 
mention hae teen wade of appropriation surarlos, material sumaries, the unge 
.| ysis of material summary by expeniifus cissaifications, forms are used for 





Subsequent subs 





tions nob avpearing en the morte 








ra (gan d 


ing gach date but thease axe Que detalle of oecounting. It 
© should detach himself fran bo the nadia 
peralssivo, it is selficlent far the « aller to recognise toe need fer 
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porfoamares of these funcklons in scoor x9 with mepndatlone and nas qualilied 
P wreenmel aselgnad to those functions, Leswnccia that this paccr is mephae 
gining the internal service provided Uy a comitrciller it wuli setor that the 
pot importer in the area of anorourietion ascouniing are Local allctmont sig- 
tus porie generwhed by the semo acccanting c nixa vorToctod for prenarati 

xiernlly requires allotment giatas reports, | The Accouking Vivision should 
con ono of its fundamental interml respensibilities Gor affective intexrmalL 
management to be telling each holder af an diloteent or gubellotemct or project 
«ier now ae siano, rurtterors Mig advice should ba furnished on a strict 





turrent basis and of such frequency as ney be reculma twr the responal le 





Che Jobegudor cont accounting sete la Lesd sb We benei, „imet Lavori 
material anl werthead comts are charged te fob orders ilantified te 
specific operations. Yo work is performed and no work can le Est vl unless the 

work requedt, job order GP vou order kas beon Lecaed te coves the work, 
A cost agceunting uysten must te tied rather clowly to planning, rige 






heculing, perforsenee analysis and sporopziate accounblac. Ihe 

phanmaing, budgeting, vehedsuling an? ne rformunge combination is normally accom 
plished on the basis of organizeatiowl] unite, De veh for unite ani their 
responsibilities aro reflected in plans, ludipts avi schedules, Their ini vie 
dua. performance are ewiiucted on the cone basis, ihe così noccm.ini mshen 
must ue eyed to a recogaition cl Gwoo organisatioal repousiblliiites for 1% 
às tu the sysüen thab rznncenert is provided with date nessesur far a 
comparativo analysis. Tor the saio af sinvlicity, tim cost syoton must also le 
keyed to tho orgenieaationts aceountin: umi. Cata collected uy the cost 
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24 
eysten when summarized shoud bo sulbable for applioation to tue accounting 
Advantages of Cost esmen 



















wa accrue from the effective wie of a cost orate. Gy the 


stablisimant af a goal cheat of accounbs Um data collectad fucklitates bulge 





tal comerisens, identifies costs la areas of rompensibiliw, provides a means 
ef coordinated control, “he ayutom affords a means of macuring the officlency 
af men, materialo, and machines, veste can De elisimtod by sim infarmtion 
provided by iw uyaten, Comxaison between depots can be wade in under to 
measure their relativo efficiency ani finely unit custa sre readily cbialneg, 37 
The greabosi advantage of a cost syetan is tint Lt vives man coment 








trol. Troad coquiresents of coat acocuntino uro proscritad 
ller annual, sad ceca cf Criamos directives, These Corte 
eel conbrel af basic syston aun 
marta, Local develcment squid in 41 lusbanoss supplement lie above require 
mente so that a totally intesrnied eyetea provalle, Leste sonerctod by ino 
local eysicn should be dosisned so as %o provide nas ith intelligible 
information which will provide the founleticn for control action 
ine Local chari of accqunts mast be designed with Que idea that toy are 
to nerve tie operators rather than the accountants, Dummarimidon af individual 
subsidiary accounts will provide ihe &ccountants adequate inferustion Zor cone 
rolling accounts. The oviectivity used in estadkinhin: sabsidlary uccounts foi 
De ces: syrien vili be a direct mase of the offectivenses of the prin, 
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nt consideretiono govern estallicicant a accounts, reconis ami reporta 
for tie different levele of manammenb. “het is shown te the comis office» 
| 411 differ consideraily in detail, length axl teras from wat is presented to 

hop Lorena. 
Defore leaving thle subject a moral. understenting of the Duresu af 

|Crdnance cost accowrting concept is essential, ms the Pollowin; discuogloan, 
based on a Dureau of Ordinance directive, 9 «ill be directed at an emanation 





et the system vit: rarticilar oviacis on the handling of indivect overhead. 
Funding 


lt will be recalled that funis are provided in the fom of allotmante 
anl project orders, The station maintenance allotment sipports nonepreductive 
Operations, Productivo authorisations in the fom of aliotaante myi rrogat 
arders support work nerformed at the depot, 








iniirech Costs 


Indireci costa are classified as distrib'itablo coste anal nom=dle tribute 
alle costa, They ave also divided inte coneral and adalnistralive epenze, 
servico expanse, ami mamfacturing een. of tm total anounb cf Lnoiliect 
cost a certain portion would be incurred wether cr not auy productive effart 
existod, Omnerelly this porbion would bo nado up e£ Best geral ani adnizio» 
| wative expense and a mallor amount of service expense, futher this cost 
would be considered Mowp-distributable. “Ta further juctify Ux noneliotribulae 
ble munut, asame the Durezu of Vitinance operates fifteen depots althowi the 
total work performed could be acoonpllshed by five depots. Ze extra tn denota 
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gl mir existence to nation ance, Operating at 30, capacity 
M, in Ue event of mobllisution all fifteen depots comu rapidly exoend their 
operation to 100%) The non=distributoble overhead is presumably the cost of 
operating a depot where no production activities are angaged ing it is an 
important cost because è êmiicates toe cock of defense insuranoe, DS ver“ 
i cost is termi the Basic Maintenance Anoutibe | 
listribubable conta incluido the Lasle helimenance Amount, the 

capital requirements, and anounte recuired fer reimbursible wak for other 
gevoireant de: These ancunta olso comprise final charged te the 
station's maintenance allotearrte 

Gansrally, the indirect distributalle ovoriga) is thet aacant which 
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Ld ie required to perform tho total work whathes 14 were done at fifteen ar 
five dopots, It is primarily made up of mamifecturing expence ai that portion 
ef service expense attribubal to production. It is the overhead most closely 
associated with actual work performed wiich would remain a cost reserdless of 
the defenses insurance aspecto 

Both «é“istribatable ang moneJlistributable overhexis costs me initielly 
charged te the station malntenewe alloGuent. Lince the total savab alloted te 
the Depot is the estinsted or budcated nomdictoinutshle overelead oos ac 
isadequate funds avallabie for absorbint distributsble overhead chorses. This 
problen is solved by applying what exomts to an advanoe credit to the mairies 
anve alloetat (Dagie Maintenance An@uit) equsl to tim aout of the aonthiy 
pstimite of distributable overhead, This advange: is liquidated hy periodic 
application of applied overhead credits. The net effect of tha credlli entrega 











is to deduct ostinsted asd applied overhead amounts fron station meintenanes 
allotment obligations ant liquicatiow, 
ligtrizitabls overnead ssbimates at the kesiring ef tho month will 
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rarely oquai cuertsal applied eines aida are ectimeten, Estimated orerinad is 
based on á predetemined rate applied to the kulmster mau ol drect Labor, 
Jverhend anvil L4 based on a puedeternained rate applied to agiuel anounis af 
direct lator, it he end of the month an adjustent is made to make Ue total 
ef astimiwod Aistributable overhead eaurl creshoad applied. 

the distritubezie svertmal agtinatoi anti applied will selio result in 

— the actual Magic Naintenance Amount to be equal to the fined anounte 
It will ba merla thet the Lacio ¡E imiencios Seount ves Tinted, An acf tment 

g few eade bo brin; tie applisd sal atjvete? estimm ted crorberi into acreoment 
with the Pasic Maintenance Amount. This edjasksent reziltè in a charge or a 
credit to ús Depot's maintenance allictwrnt an? le Un mer er mar sbsoroed 
gverheai, The ancunt of this adjusthexdt will came the iotol oLlljavLonc 
recorded wxer tha Iasle liainten 
to the nonthily imemement of the Dasic lalotenades ingunt. The adjustment is 
also teken up in an open allctwent administered by the Lumen W Uránanote 





ce mom of the clictment sod to Im equal 





Direct Costs 


Direct labor and direct material dere are meconlel dinectly to job 
orders from labor rolls a material vouchera, These job onders are subsidiary 
te productive authoriestion allotamts or prejest orderis terialtezliy Labor 
polls a méloriad changes are also posted lo uLlotoent or project ond romet 
These records duu) be im agro 
Períiodlesliy Qe predeuereinod overhead rate is a:plied to the direct 
Labor aout recorded on job orders, The result is tho a.phied overnead witeh 
is also recardad on the job order, ‘The total of all overtwad applied to job 
orders is equal te tim soplied overhead poeriadieslly recorded on Wa station 
ecord as a credit Liywidetion of the eslinatad 





nt with te subsidiary job oyderse. 
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distributeble overhead applied at the begimino of the month. At tie sane tine 
this applied overhead is recorded as a charge on tim alictment or project order 
recorá af the production axsthorleatioan 
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By the prececs outlined all direct an! overhead charges are recorded 
miuctive authorizations, Gmital requirmación md relmoursible work 
with apniied ovorhend and Pasie Maintenance Avantis have been property charged, 
à labor roll summary, analysis of cverhead and analysis of labor roll summary 
ave prepara] monthly to vemarize those transactions, I6 oiould be noted that 
ali accounting data is besed qu an oblisational tasis inseíar an distribuidos 
overhead charges in the seme period in which the naterialz or services werg 









Sub a system permits application of most 


sctualiy usos cines the requesting o£ an obligation indiestes Uat & labor 





service has been performed of material requiring replacesent has teen usod, 





CHAPTER IV 
INTERNAL REVIEW 


A large coastal Naval Ameunition Depot represents no sall operation. 
Like the commercial enterprises making up a sgubstential portion of Americen in» 
dustry, defense activities have ‚rom to tremendous site. Amuunition Lesots 
are no exception. harass several decides azo the Commanding officer could 
personally keep abreast of all Depot activities, today the physical size, man- 
power force, and production vesponsibilities are such that the Commanding Offi- 


eer has unavoidably moved farther and farther from the actual operation. 
Need for Internal Review 


It ig because of the vestnose of a decot's operation that the remote 
control aspect of modern day management has gained much momentum. in order for 
the Commanding Officer and cther executives to properly ccntrol the operations 
of a desot some means must be adopted whereby mansvoment is kept adequately in- 
formed so that intellivent direction and guidance will be fortneoming. The 
broadening distance between top management and exec:tion of operating plans 
accentuates this need of some tool which will bridve the „ap. ‘ommunications 
from top menigenent more naturally jump this gap then does intelligence from 
below, Management's answer to this problem has been the adoption of mansgement 
controls, 

A principal problem of the Cosmanding Officer is the nead for observa~ 


tion to facilitate his coordination and control of operations, Internal Audit 
22 





30 










is the management control device which performs the observation funct'on.  in- 
ternal Audit observes the effects of all other management controls.  "eretofore 
internal auditin; was aized at observation o? accounting or financial controls, 
Today internal auditin; is closely allled with controls through sound organize» 
tion, budgeting, forecasting, colicy accounting, manuals, reverts, job analysis 
planning. ‘These and other forms of control supplant the personal observations 
formerly depended upon, | Audit is a control of the controls.  "vodera 
internal auditing is more than a mere mathematical checkin, or routine examina» 
tion of accounts. It comprises a complete...financial and operation review, nèl 
Tt is not to be inferred that these controis relieve individual sup- 
Envisors of any regzonsibility, Nanagement controls do relieve management 
heads of burdensome obesrvation. “he controls a.forá a filtering process wher 
by only ths essential information is communicated, At all levels of Depot 
management because of the magnitude of ‘ts operations, verson:l observation is 
plagued with misinterpretation, misunderstanding, poor Judgment and neglect, 


Built in controls counter this weakness of tho Human element. 
Responsibility for internal Review 


Appraisal and review of management controls falls the lot of internal 
audit, The responsibility for internal audit as presented above, that is, 
control of all other cortrols, is divided between the Jomptroller and the Kan- 
agerent Engineer. the controls with which the Comptroller is primarily asso 


ciated are those related to accounting and Tinanelal aysina ee 











eo. Walker and Wer, Davies, Industrial Internal Accounting (Mew 
York: McGraw Hill, 1951), p. 3. 


425,5,, Navy Department, Bureau of Ordnance, "Naval Shore Establishment 
Internal Review (internal audit) function," NAVORDINST 7500,2, 8 Veb 1955, De 2. 
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The other management controls, responsibility for the execution of 
which rests with the Yanagenent Sngineer, have been mentioned hers because a 
close relation exista between the staff efforts of the Management Engineer and 
the Comptroller. Hanagement Ensincorirs provides for broad aspects of manaye~ 
ment controls evaluation, Internal review or audit limits its province to the 
financial aspects of management control evaluation.23 

A working understanding must be established bstwenn the Comptroller 
and the Management Engineer to insure that their efforts are coordinated, that 
they complement rather than work against each other, 4 Obviously the Xan: ga- 
ment Engineer will mare surveys which will encompass the activity of the Comp- 
troller's Departrent,  Zethods en;inecrin,, work simplification, organizational 
and functional relationships, distribution and utilization of manpower, facil= 
ities and equipment, work measurement, analysis of variances from plans and 
standards are all studies, surveys or reviews performed by the “anayenent 
Engineer. The comptroller reviews and exerines accounting and fiscal systens 
of checks and balances, procedures, records and documents used for internal 
accounting controls and fiscal srocecures in terms of completeness anà effect- 
ivenesse Additionally, the Comptroller is ressonsible for analyzing variances 
from the budget plan. ‘Thus it is readily seen that it is difficuit to draw 
a line between the resconsibilities of the two departments. Organicaticnally 
such a condition is undesirable. In inland depots the Management Engineer 
is in the Comptroller's Department., In largs coastal desote there are either 
two separate departments or the functions are integrate! in the Comptroller's 


Department at the option of the Commanding Officer. 





co ata 





“Ibid, p. 7. 


eleranagenent Manual for Naval Ammunition Depots, op. cit., p. 5.19. 
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Simply etated, intemal review at an ordnanen activity ls notising nore 
than checking up on the financial controls established in the depot. More 
specifically the following definition may be useful: 


(1) Verification of financial &ransactiong, documents, records an 

ve provide manage with an orgedaod audit control ras 
Loyalty of transactions, aoe curacy of data and veunliance with recocribod 
polizia systems ami prooscures. 

2) Study, analysis anl constructivo appraisal of establichsd financial 
policies, Systems, vocurds, merin, budgeting. coating ani conti to 
provide ma nb with secomendations far inprovenent. 

(3) Study, anslysis exil constructive appraisal ef the financial asvocts 
ot the internal control system to provide management with rocomse:atione 
for provenenta 
2, a q “a mag active annewisal of manacment utilization 

nol ta and reportis to provide mank prent wit recom. 
do — lae íprovenent, 

Limiting ie imemal review to fimmecial conciderati cor dens nol ape 

to be compatible with the general appronci taken at the beginning wd this 
ih it will be recalled was contralisad staff cogorvetim of 


ent controlas internal roview as defined above has been Linited to 











wink cortrels, tir management controls hove been osntered under the 
nyem Engineering Department where secarately established viih s cone- 
went dunlication overlap ay] inberlan of staff funciiona, Assrinz that 
the basic philosophy of Comptrellershin is a coordinated stati effort it is 
iffiíiouit to justify the division af staff msponsinbility. It woald appear 
that roviews of Organisation and Methods work such as enganisational surveys, 
work simiification el vork neazirecero aso toclas definitely fallinc within 
he realm of observation of meamacement corrales. These tools comdaneited uy 
£j | management tools world result in full integration of the staff effort. 
. 6 wouli rivo the internal review fonction Pull regoonslolilty fer ascertaine 
ing that all management controls asewe (1) giarding against losses, (2) pros 
tection ef assets, (3) accuracy of financiol statenento, (5) adherence to 
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policies and procedures, and, most important, (5) that the most economic and 
effective methods and procedures are used, 

Thus it seems a logical step to transfer the Organization and “ethods 
review functions from the Mana;ement Engineering Department to the Comptrol- 
ler's internal review staff and that the definition of internal review be 
broadened to inel:de these functions, The Management Engineering D: vision will 
then be free to concentrate more attention to industrial engineering matters 
such as productive standards and variances, quality considerations, production 
efficiency and the like. 

This is an area of much controversy and is currently receiving consid- 
erable attention in the Bureau of Ordnance. No matter what the outcome it is 
well that the Comptroller have a clear understanding of the hazy relationships 
which exist, Fith this well in mind our objective approach should result in 
an atmosphere of coordination and cooperation between the Comptroller and the 


Managerent Engineer. 
Atmosphere 


Auditing 1s commoniy considered akin to "gestapo." This must not be 
the atmosphere at a depot. ‘the auditor is not on the depot to put people on 
the spot. He is there for the purpose of helzing, Any other duties are sec- 
ondary. In working with operators an attitude of mutual assistance is the 
ideal to be attained, 

The auditor is not so such interested in uncovering fraud or irrezu- 
larities as he is in assuring to his om satisfaction that management controls 
are stronz enough to prevent fraud. His goal is to find methods and proce- 
dures which will cause depot operat ons a maximum efficiency, economy, and 
effectiveness. 


It is important that there exist a mutual understanding between the 
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auditor and the operators of their relat'onship, If it is clear to the opera- 
tors that the auditor is more intersted in helping them uncover shortcomings 
and in developing ways of improving operations, life on the depot will be much 


happier for the internal audit team. 
Service Provided 


"internal auditing is one of the principal techniques of appraisal and 
evaluation of results, "86 Internal Auditing makes the follorin: observation 
for mana coment:*! 


1, Are its plans, policies and procedures being effectively and 
efficiently executed? 


2e Are all managerial and eccountinz controls functioning properly? 


3. Are financial statements and statistical and other reports ac- 
Curate and complete? 


lio Are depot assets safe;usróed and used properly? 


5, Is management correctly informed of important facts and happen- 
ings in the organization? 


The internal auditor is equipped to find tbe angwers to such questions, 
He should be Liven fresdom to bounce into any level in the organisation so that 
his analysis will be made at a point closest to the point of responsibility. 
By going into any spot cf the organization he becomes the eyes and ears of mam 
agement. he assures that: orgenizational changes are made effectively: poli~ | 
cles are setatec clearly and are adhered to; methods and procedures are effi- 
cient, up-to-date, and consistent on a de. ot wide — mena ecent plans are 


carried out, The auditor can assure manayenont that departments are coordinated, 
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267.4, Lamperti and J.3, Thurston, Internal Audit 
(Hew York: Prentice Hall, Inte, 1953), p. 9. 
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35 
shecks and balances exist, expenditures are in accordance with policy and are 
jubject to pro;ress forecasts and budgeting controlas, and that results are 
ured against standards with due recognition ziven to variances, 

Thus the internal auditor la a principal influence in the concept of 
ontrol, ie gives management the menns by mich it ia adequately informed in 
order to provide for intelligent and effective guidance and direction. The 
information provided shouid be condensed, summarized anG resented in compara- 
ive form for all elements of mansjewert,  Excections to past averages or 
tandards should be fla ged whether they are bad or good. Thus the technique 


of manacement by oxcentien should be used freely. 
Organization Control 


Since one of the most important of man. gement controls is control 
through organization, it is selected for discussion. Organization should re- 
ceive the greatest emphasis of the internal auditor, for it is upon organiza- | 
tion that all other cort:ols depend., Organization control has received more 
recognition in the military then In industry for a number of years. For this 
reascn standard organization has been resorted to to the extent feasible. The 
Bureau of Ordnance presceribes the Depot formal organization through divisional 
level. Below this level the Commanding Officer exercises considerable Latitude 
in control through internal organization. 

The significance of control throuch organization is best illustrated 
by considering the relation between organization, accounting and budgeting. 

The cost system of te depot should be constructed such that it identifies 
organisational responsibilities, Ürgarisat onal units should be the basis for 
collating, reporting and measuring cost information. Using the correlated or- 


ganization and cost system for budgeting facilitates comparison oT budget costs 
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with actual costs. ‘then properly organized the Depot will be responsive to 
changing conditions since no matter what the change individual responsibility 
will exist. 

Organizational centrol should assure that authority or management cone 
trol is dele;ated nearest to the point of action. This will give more meaning 
to budgetin; and the accounting system. Every man should know what he is ex- 
pected to do, to whom he is reporting, and who reported to him, The organiza- 
tion should be such that olanned work can be divided inito taska for whieh or- 
ganisationsl units are responsible, Coordination of collective units of the 
plan is accomplished at each higher organizational level. 

Thus in organization we have a vehicle by which management can install 
the required management controls, Through organization Depot problems, objec- 
tives, ang programs are defined in manuals and instructions. The internal 
auditor should be continually reviewing to assure that the principles of sound 
organization are applied. He should be able to detect faults in the organiza 
tional structure, duplicattons of effort, overlappingy of functions, and the 


like, and he movulá propose necessary remedial actíon to management. 


my 


This discussion has been directed at an underctandiny of the internal 
review function. If nothing else hag been accomplished other than identifying 
internal review as a super management control which assesses other controls 
this discussion has been worth while. ‘The Comptroller or Vanagement Engineer 
ag the case may be must not fall into the trap of looking upon internal re- 
view only as a financial control and industrial tool, Although a Depot is an 
industrial activity and much emphasis is placed on operating performance 


analysis of the Ordnance Department and the Net and Room Department, it must 
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be recognized trat staff services are continually growing end that the idea 
that their efficiency is immeasurable is a myth. Great improvements can be 
mace in organization methods, procedures, training, work simplification, and 
so on in the non-manufacturinz areas, Internal review should be directed at 


manufacturing and non=manufacturing entities and st financial and nonefinancial 


controls. 
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CHAPTER V 


The discussion cf the Bursan cf Ordnance concent of comptrullership in 
Chapter I and the nature of execution of his functions discussed in subsequent 
chapterg lead us to the inference that the depot comptroller is generally free 
of direct external or internal influence. His res onsibility is to his come 
nanding officer end to other staff departments and to ov ,eretirg departments. 
However, the responsibility is in the nature of an advisory staff capacity. Fe 
is not a line executive. 

External direction affecting the comptroller is directed to the Come 
manding Officers; comourdications leaving the command are im the name of the 
commanding officer. 

Internal relationshilos are such that the comptroller does not interfere 
With operations nor do the orersiore interfers with bim. “he ecaptroller must 
have access to information in other staff devartments and operating devartments 
but the influence is manifested in his relationship with other executives. 
Their confidence in his ability, sincerity ard trestworthiness will go far to 
ease acceptance of his ideas, 

Easy access to his cosmandin; efficer is eavaliy imnortant. “he 
Couptroller shovld resort directly to the commanding officer as hie chief ad- 
visor on financial and mana ement controle 

It doesn't requiro a great deal of imagination to envision a compe 


troller becoming an unpopular fellow. is close relat ons and ready access to 
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the commanding officer may result in resentment by other staff members. He 
may appear to be the only executive to have the sar of the Chief. ‘This is an 
atmosphere which must be avoided for as soon as it manifests itself the Comp- 
troller's usefulness is compromised. lle will no lonver be a relay point be~ 
cause no one will communicate with or confide in him, 

The comptroller and the commanding officer must studiously avoid this 
relationship creating discontent. Ardent recognition of the line-staff concept 
should assure success. ‘the fruits of the comptroller's efforts must be come 
municated from him to the commanding officer. from the commanding officer de= 
cisions should flow to his departments. 

Any staff man has found himself in a position of having his Chief re- 
turn one of his recommendations approved with a note directing that it be ef- 
fected by the originator, This is fine if it is desired that the comptroller 
smooth the idea up in final form for the chief's signature, Frequently it 
doesn't mean this but envisions going to parties concerned and telling them to 
get hot. This manner of communication should be avoided at all costs. De- 
cisions should be communicated from the depot commander tg the affected depart- 
ment irrespective cf who originated the provosal or recomnendation. 

Thus the greater his ability to "dodze" the command function the more 
harmonious will be the comptroller's relationshivs with other departments and 


the easier will be his job. 
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